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E.O. 11652: N/A 
TAGS: ECON, PO 

SUB J : GOP DECISIONS TO INCREASE RECEIPTS SIGNIFICANTLY 

1 . BEGIN SUMMARY: GOP HAS TAKEN SEVERAL DECISIONS WHICH WILL 
PROVIDE A MAJOR INCREASE IN PUBLIC SECTOR RECEIPTS DURING 
1977. THESE DECISIONS, FORESHADOWED IN THE 1977 BUDGET PRESENT- 
ATION, FACILITATE ACHIEVEMENT OF THE 1977 DEFICIT TARGET. 

END SUMMARY. 

2. SOCIAL SECURITY TAX: PRESS ACCOUNTS REPORT THAT MINISTRY 

OF SOCIAL AFFAIRS HAS PUBLISHED DECREE INCREASING CONTRIBUTIONS 
TO THE SOCIAL SECURITY (PREVIDENCIA). CONTRIBUTIONS FROM 
WORKERS ARE TO RISE BY ONE PERCENTAGE POINT; THOSE FROM EMPLOYERS 
BY TWO PERCENTAGE POINTS. GOVERNMENT ESTIMATES ARE THAT 
THESE INCREASES WILL PROVIDE FIVE BILLION ESCUDOS IN ADDITIONAL 
REVENUES. 

3. PETROLEUM PRODUCT PRICES: AS OF JANUARY 21 THE 
FOLLOWING NEW PRICE SCHEDULE WENT INTO EFFECT FOR 
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PETROLEUM PRODUCTS. THE DIVISION OF THE INCREASED REVENUES 
BETWEEN THE DISTRIBUTING COMPANIES AND THE GOVERNMENT. 

THE LATTER IN THE FORM OF CONTRIBUTIONS TO THE 
SUPPLY FUND. HAD NOT BEEN DETERMINED. EVEN ALLOWING 
FOR A REASONABLE INCREASE TO THE COMPANIES, HOWEVER, 

ESTIMATES ARE THAT THE NET GROWTH IN RECEIPTS FOR THE 
SUPPLY FUND SHOULD APPROXIMATE 6 BILLION ESCUDOS. 
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THIS AMOUNT, PARTICULARLY WHEN ADDED TO THE 
OTHER MEASURES INDICATED BY THE GOP, SHOULD PLACE THE 
SUPPLY FUND INTO A SURPLUS POSITION. FOLLOWING IS NEW 
PRICE SCHEDULE: 

ESCUDO PRICE PERCENT 
ITEM MEASURE OLD NEW CHANGE 

GASOLINE, PREMIUM LITER 17.50 21.00 PLUS 20.0 
GASOLINE, REGULAR LITER 15.00 18.00 PLUS 20.0 
CITY GAS CUBIC 2.80 3.50 PLUS 25.0 
METER 

KEROSENE LITER 4.00 4.60 PLUS 15.0 
DIESEL FUEL 

PUBLIC LITER 6.00 6.00 

(NO CHANGE) 

RAILWAY COMPANY LITER 3.50 6.00 PLUS 71.4 
FUEL OIL 

PUBLIC KILOGRAM 2.00 2.30 PLUS 15.0 

RAILWAY COMPANY KILOGRAM 1.30 2.00 PLUS 53.8 
ELECTRIC POWER 

PRODUCTION KILOGRAM 1.30 2.00 PLUS 53.8 
BUTANE GAS IN BOTTLES 

OF LESS THAN 3 KILOS NO OFFICIAL PRICE - 
BUTANE GAS IN BOTTLE OF 
MORE THAN 3 KILOS 

AT RETAILERS KILOGRAM 9.60 10.60 PLUS 10.4 
DELIVERED AT HOMEKILOGRAM 10.50 11.50 PLUS 9.5 
BUTANE GAS PIPED AT 
PLACE OF CONSUMPTION 

IN BULK KILOGRAM 11.40 12.40 PLUS 8.8 
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IN BOTTLES KILOGRAM 11.40 12.40 PLUS 8.8 
BUTANE GAS FOR IN 
DUSTRY, SUPPLIED IN 
BULK AT DISTRIBUTOR! S 

WAREHOUSE KILOGRAM 6.20 7.50 PLUS 21.0 
BUTANE GAS. OTHER 
CONSUMERS, SUPPLIED IN 
BULK AT DISTRIBUTOR'S 

WAREHOUSE KILOGRAM 6.20 7.50 PLUS 21.0 
PROPANE GAS IN BOTTLES 
OVER 3 KILOS 

AT RETAILERS KILOGRAM 10.30 11.30 PLUS 9.7 
DELIVERED AT HOMEKILOGRAM 11.40 12.40 PLUS 8.8 
PROPANE GAS PIPED AT 
PLACE OF CONSUMPTION 

IN BULK KILOGRAM 11.40 12.40 PLUS 8.8 
IN BOTTLES KILOGRAM 11.40 12.40 PLUS 8.8 
PROPANE GAS, FOR 
INDUSTRY, SUPPLIED IN 
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BULK AT THE DISTRIBUTOR S 

WAREHOUSE KILOGRAM 6.60 7.60 PLUS 15.2 
PROPANE GAS, OTHER 
CONSUMERS, SUPPLIED IN 
BULK AT DISTRIBUTOR S 

WAREHOUSE KILOGRAM 6.60 7.60 PLUS 15.2 
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4. ELECTRICAL SECTOR: COUNCIL OF MINISTERS HAS DECREED 
TWO MEASURES WHICH WILL SIGNIFICANTLY AFFECT ELECTRICITY 
COMPANY, ELECTRICIDADE DE PORTUGAL (EDP). COUNCIL: 

- AUTHORIZED PREPARATION OF A NEW TARIFF SCHEDULE WHICH, 
ACCORDING TO KNOWLEDGEABLE OFFICIAL, WILL INCREASE EDP 
REVENUES BY 25 PERCENT; AND 

- RAISED PRICE OF FUEL OIL FOR EDP'S THERMAL PLANTS 
BY 54 PERCENT, THEREBY REDUCING SUPPLY FUND SUBSIDY 
TO EDP FROM 1 .6 ESCUDOS TO 0.9 ESCUDOS PER KILOGRAM. 

5. COMMENT: LARGE RAISE IN REVENUE SHOULD INSURE A 
SOUND FINANCIAL POSITION FOR EDP. OVER THREE-QUARTERS 
OF COMPANY'S INSTALLED GENERATING CAPACITY IS HYDRO- 
ELECTRIC. DROUGHTS LEFT COMPANY HIGHLY DEPENDENT ON 
IMPORTED FUEL OIL AND ELECTRICITY IN 1975-76. HOW- 
EVER. HEAVY RAINS THIS WINTER HAVE FILLED RESERVOIRS 
(CURRENTLY AT 77 PERCENT CAPACITY VS. 37 PERCENT A YEAR 
AGO). EDP IS SELLING POWER TO SPAIN, AND WILL 

RECEIVE EQUAL VALUE IN POWER IN RETURN DURING LATE 
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SUMMER AND EARLY FALL. CONSEQUENTLY, COMPANY EXPECTS 
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TO HALVE UTILIZATION OF THERMAL PLANTS THIS YEAR. 

NET BALANCE OF PAYMENTS SAVINGS SHOULD APPROXIMATE 
$70 MILLION. 

6. DECISION SUMMARIZED ABOVE SIGNIFY MAJOR 
ACCELERATION IN GOP ECONOMIC DECISION PROVESS. THE WILL 
VERY LIKELY ELIMINATE DEFICIT OF THE SUPPLY FUND AND 
SIGNIFICANTLY REDUCE DEFICIT OF THE SOCIAL SECURITY 
SYSTEM. PUBLIC REACTION ON THE CONTINENT THUS FAR HAS 
BEEN MINIMAL, BUT RATHER SEVERE IN THE AZORES. ACCORDING 
TO PRIME MINISTER, REGIONAL GOVERNMENT HAS REFUSED TO 
IMPLEMENT PRICE INCREASES. SOME DISTRIBUTING COMPANIES 
HAVE TEMPORARILY STOPPED MARKETING PETROLEUM PRODUCTS. 
SOARES TOLD AMBASSADOR CENTRAL GOVERNMENT WILL SEND 
SPECIAL PROSECUTOR TO HANDLE SITUATION IN AZORES. IF 
GOP CAN HOLD THE LINE ON THESE DECISIONS, IT WILL HAVE 
TAKEN A VERY MAJOR STEP TOWARD LIMITING THE PUBLIC SECTOR 
DEFICIT TO THE LEVEL PROJECTED IN THE BUDGET. 

CARLUCCI 
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